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/.    An  Appeal  to  Facts 

IN  this  country  few  people  que^ion  the  right  of  the 
Entente  nations  to  exa6l  reparation  from  the  Central 
Powers.  Even  were  the  claim  of  Germany  to  be  admitted 
that  the  sole  responsibility  for  the  war  does  not  lie  with 
her,  her  part  responsibility  and  the  question  of  reparation 
would  ^ill  be  unaffeded.  The  deva^ated  dijftricSls  of  Europe 
mu^  be  rebuilt  out  of  the  resources  which  are  available,  and 
inasmuch  as  Germany's  machinery  of  production  has  not 
been  seriously  injured  by  the  war,  and  can,  in  a  short  time,  be 
rendered  as  efficient  as  ever,  Germany  mu^  do  all  that  she  is 
capable  of  doing  to  make  good  the  war  damage.  The  German 
^atesmen  and  people  have  recognised  this  obligation.  Not 
only  did  the  ^atesmen  sign  the  Treaty  of  Peace,  but  in  dis- 
cussions in  Germany  there  has  been  widespread  recognition 
that  the  German  people  mu^  do  all  within  their  power  to 
remedy  the  mischief  wrought  by  the  war. 

There  is,  therefore,  no  difference  of  principle  between  the 
Entente  nations  and  the  Central  Powers.  The  Entente 
nations  insi^  upon  their  late  enemies  making  reparation  and 
the  latter  recognise  their  obligation.  Where  a  difference  of 
opinion  arises  is  as  to  the  capacity  of  the  Central  Powers  to 
make  reparation,  and  in  this  matter  there  is  a  wide  divergence 
between  the  views  expressed  by  Entente  and  German 
statesmen  respectively. 

In  regard  to  Au^ria  there  is  probably  no  difference  of 
opinion.  Everyone  recognises  that  that  country  is  in  no 
position  to  make  reparation,  and,  indeed,  will  need  assi^ance 
if  she  is  to  overcome  the  severe  injury  to  her  economic  well- 
being  through  the  complete  dissolution  of  her  Empire.  The 
que^ion  of  Au^rian  reparation  is  not  even  discussed.  Indeed, 
members  of  the  Reparation  Commission  in  Vienna  are 
pleading  in  convincing  terms  that  assi^ance  should  be 
rendered  to  Anuria  with  the  lea^  possible  delay  in  order  to 
mitigate  the  sufferings  of  the  people  of  Vienna  and  to  render 
them  self-supporting.  In^ead  of  reparation,  the  proposal  is 
that  the  Entente  nations  should  provide  Austria  with  a  credit 
of  some  jf  60, 000 ,000  ^erling  in  six  annual  instalments  of 
;£ 1 0,000 ,000  each. 
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GERMANY  S  DISABILITIES 

The  queislion  of  reparation  is  thus  entirely  dependent  upon 
the  capacity  of  the  people  of  Germany  to  provide  it.  In  con- 
sidering Germany's  capacity,  it  is  essential  to  take  into  account 
that  that  country,  economically,  is  very  different  from  what  it 
was  prior  to  the  war.  It  has  lo^,  in  killed  and  seriously  in- 
jured, the  labour  of  a  ver}^  large  number  of  its  able-bodied 
men,  a  fadlor  which  will  inevitably  diminish  its  produ6live 
power  for  some  years,  even  when  allowance  is  made  for  the 
rising  generation.  It  mu^  also  be  borne  in  mind  that  the  non- 
combatants  of  the  great  towns  and  indu^rial  di^ri6ls  have 
suffered  from  privation  ever  since  the  winter  of  191 6,  and 
that  their  power  to  work  has  been  reduced.  These  fa6ls  have 
been  clearly  set  out  in  the  reports  made  by  British  officials  to 
the  British  Government.  Then,  beyond  this,  the  population 
of  Germany  has  been  reduced  by  the  return  of  Alsace-Lor- 
raine to  France,  by  the  creation  of  an  independent  Poland  and 
by  the  re^oration  of  territory  to  Denmark,  while  it  may  be 
further  reduced  by  the  loss  of  a  part  of  Upper  Silesia.  This 
depletion  of  territory  means  not  only  loss  of  population,  but 
of  a  very  large  amount  of  natural  wealth,  consi^ing  of  the 
iron  and  potash  deposits  of  Alsace-Lorraine  and  coal  and  iron 
deposits  in  Poland.  In  whatever  way  the  Upper  Silesian 
que^ion  is  settled,  the  loss  of  wealth  to  Germany  through 
redu6lion  of  territory  and  population  will  be  serious. 

In  brief,  loss  of  man  power  and  of  natural  resources  has 
greatly  diminished  Germany's  produ6live  power,  not  only 
of  mineral  and  indu^rial  produfts,  but  of  food  and  raw 
material  as  well,  and  will  render  her  much  less  able  to  make 
reparation  than  otherwise  would  have  been  possible.  Indeed, 
having  regard  to  the  loss  of  her  shipping,  the  liquidation  of 
German  firms  abroad  and  the  enforced  severance  of  business 
connedlions  in  all  parts  of  the  world,  it  is  evident  that  for 
several  years,  at  any  rate,  Germany  will  have  great  difficulty 
in  exporting  enough  goods  to  buy  the  increased  quantities  of 
food  and  raw  materials  which  she  urgently  needs  to  maintain 
her  people  in  a  reasonable  ^ate  of  health.  Without  having  to 
make  any  reparation  at  all,  the  German  people  would  remain 
in  a  ^ate  of  considerable  privation  until  they  had  reorganised 
their  indu^ries,  replaced  lo^  labour  by  additional  machinery, 
re^ored  foreign  connections  and  recovered  world  markets 


for  their  products.  Until  these  things  have  been  accompUshed 
it  will  not  be  possible  for  the  German  people  even  to  buy  all 
the  foreign  food  and  raw  material  they  need  for  their  su^len- 
ance  and  to  pay  for  them  by  the  export  of  German  goods. 


RESTORATION  FIRST 

Before  the  war  only  a  relatively  small  sedlion  of  the  German 
people  were  in  that  ^ate  of  affluence  which  enabled  them  to 
live  in  comparative  luxury  and  to  consume  more  than  they 
required  for  the  maintenance  of  health  and  efficiency.  The 
great  majority  of  the  German  people,  even  prior  to  the  war, 
were  below  the  poverty  line,  the  proportion  being  much 
greater  than  in  Great  Britain.  To  the  extent  that  expenditures 
on  luxuries  could  be  diminished  or  entirely  suppressed,  there 
was  a  surplus  in  Germany  in  pre-war  days  which  could  have 
been  utilised  for  reparation  without  disadvantage  to  anyone. 
At  the  present  time,  however,  the  se6lion  of  the  German 
people  that  can  indulge  in  luxury  expenditures  is  very  limited, 
while  a  very  great  proportion  is  insufficiently  supplied  with 
either  food,  clothing  or  fuel.  Any  effort  to  obtain  reparation 
from  the  people  while  they  are  in  their  present  condition  mu^ 
inevitably  reduce  their  power  to  make  reparation  in  subse- 
quent years,  by  increasing  the  death  rate,  by  diminishing 
vitality  or  by  forcing  them  to  emigrate.  Any  annual  payment 
that  could  be  colle6led  immediately  would  be  only  for  a  short 
period,  and  in  the  aggregate  the  sum  would  be  insignificant, 
whereas  the  situation  of  Europe  demands  that  the  sum  which 
Germany  should  pay  should  be  as  large  as  possible.  If  feelings 
of  humanity  were  left  out  of  account,  economic  considerations 
alone  would  demand  the  re^oration  of  the  health  and  pro- 
du6live  power  of  the  German  people  in  order  that  they  might 
be  able  to  create  a  sub^antial  surplus  of  goods  annually  over 
and  above  what  they  required  to  produce  in  order  to  purchase 
adequate  supplies  of  necessaries  for  themselves.  Impartial 
inve^igation  demon^rates  that  an  essential  preliminary  to 
reparation  by  Germany  is  the  re^oration  of  the  health  of  her 
people  in  order  that  her  productive  power  may  be  re- 
e^ablished.  When  this  is  accomplished,  the  German  people 
would  be  able  to  produce  for  export  all  the  goods  which  the 
world  v/ould  be  prepared  to  buy  from  them. 


PRACTICAL  POINTS 

The  sum  which  can  be  obtained  for  reparation  from 
Germany  is  Umited  by  three  considerations.  Fir^:  It  mu^ 
come  out  of  the  sum  which  the  German  people  would 
otherwise  spend  upon  luxuries.  If  it  came  out  of  the  sum 
which  the  German  people  need  to  maintain  their  efficiency, 
their  productive  power  could  not  remain  at  a  level 
which  would  enable  reparation  payments  to  be  made. 
Secondly,  the  reparation  payments  mu^  not  involve  unem- 
ployment in  other  nations,  as  otherwise  there  would  be  no 
reparation  on  balance,  for  the  money  received  would  be  re- 
quired to  maintain  the  unemployed  of  other  nations  and 
would  not  be  available  for  the  re^oration  of  the  deva^ated 
di^ri6ls.  Thirdly,  confidence  everywhere  mu^  be  re^ored  in 
order  that  trade  may  recover  and  the  world  be  able  to  con- 
sume all  the  goods  which  the  Entente  nations  can  produce,  as 
well  as  the  goods  which  Germany  would  need  to  export,  both 
for  the  purpose  of  purchasing  necessaries  and  of  making  re- 
paration. It  is  only  in  periods  of  a6live  trade  that  the  demxand 
for  goods  is  pra61ically  unlimited,  and  it  is  possible  for  the 
nations  to  sell  all  they  can  produce.  Therefore,  only  by  the 
re^oration  of  an  a6five  condition  of  trade  will  it  become 
possible  for  Germany  to  make  reparation  by  selling  German 
goods  in  foreign  markets  produced  under  reparation  condi- 
tions without  injury  to  the  nations  with  whose  produ6ls  her 
exports  would  compete. 


//.     The  Alternative  Policies 

THE  difficulties  in  setthng  the  amount  of  reparation 
which  Germany  should  pay  are  exceptionally  great. 
We  have  the  fad  that  the  Entente  nations — particu- 
larly the  French — are  anxious  le^  Germany  should 
recover  her  economic  and  financial  ^rength  and  should 
renew^  the  confli6l.  By  reason  of  these  fears  they  are  exceed- 
ingly unwilling  to  permit  the  German  people  to  recover  from 
the  digress  to  which  they  have  been  reduced.  Already  the 
Entente  nations  have  demanded  from  Germany  great 
quantities  of  rolling  ^ock,  machinery  and  appHances  as  w^ell 
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as  coal,  which  demands  have  intensified  the  effe6l  of  the  war 
upon  Germany's  economic  ^rength,  and  rendered  the 
immediate  payment  of  reparations  ^ill  more  difficuh. 

REPARATION  OR  DESTRUCTION  ? 

At  the  present  time  Germany  is  in  no  ^ate  to  make  repara- 
tion, and  needs  credit  with  which  to  purchase  suppUes  of  food 
and  raw  material  to  keep  her  people  from  ^arvation.  If  the 
present  policy  of  the  Entente  is  maintained  of  taking  away 
from  Germany  the  coal  she  needs  for  her  indu^ries  and  of 
eredling  barriers  to  her  exports,  by  means  of  which  exports 
she  can  alone  pay  for  the  food  and  material  she  requires,  it  will 
be  impossible  for  Germany  to  make  any  reparation  whatever. 
The  Entente  have  to  make  up  their  minds  as  to  which  pohcy 
they  intend  to  pursue.  Do  they  intend  to  de^roy  the  German 
people  by  refusing  to  assi^  them  with  credit,  to  purchase 
their  goods  or  even  to  permit  them  to  have  the  coal,  iron  ore 
and  material  they  need  for  indu^rial  purposes  ?  Or  do  they 
desire  reparation  for  the  rebuilding  of  the  deva^ated  di^rids 
of  France,  Poland  and  of  the  other  countries  ?  If  the  answer  be 
that  the  recovery  of  Germany  mu^  be  prevented  by  every 
available  means,  then  it  mu^  be  clearly  underwood  they  can- 
not obtain  reparation  or  any  contribution  from  Germany  in 
rebuilding  the  deva^ated  di^ridls  of  Europe.  Reparation 
cannot  be  obtained  from  a  Carving  nation. 

THE  EFFECTS  OF  GERMAN  IMPOVERISHMENT 

This  question  of  reparation  mu^,  however,  be  viewed  from 
other  angles.  If  Germany  is  to  be  kept  permanently  im- 
poverished, and  the  deva^ated  di^ricts  are  not  re^ored, 
then  the  whole  of  Europe  will  remain  in  digress.  Again,  if  the 
Continent  of  Europe  is  impoverished,  the  whole  of  the  world 
will  suffer  grave  injury.  Great  Britain  in  particular  will  be 
mo^  seriously  afie6led  by  such  conditions.  The  European 
markets  are  essential  to  her  well-being,  and  if  she  cannot 
dispose  of  her  goods  in  the  great  Continental  markets,  then 
the  British  people  will  be  unable  to  recover  from  the  injury 
they  have  received  by  the  war.  The  effed:  of  the  impoverish- 
ment of  Europe  upon  the  well-being  of  the  British  people  is  a 
matter  of  very  great  moment,  not  only  to  themselves,  but  to 
the  other  members  of  the  Entente,  as  well  as  to  the  re^  of  the 


world.  The  Continental  nations  which  desire  to  prevent 
Germany's  recovery  are  looking  to  England  to  make  good  the 
reparation  which  they  will  prevent  Germany  from  making  by 
reason  of  their  own  policy,  but  the  impoverishment  of  Europe 
would  effe6lually  prevent  Great  Britain  from  providing  any 
sums  for  reparation  either  by  loan  or  by  gift.  Great  Britain's 
wealth,  it  should  be  realised,  comes  in  the  main  from  her 
exports  to  the  entire  world,  and  if  the  purchasing  power  of 
some  hundreds  of  millions  of  people  remains  reduced  by  the 
war,  a  severe  blow  will  be  given  to  the  well-being  of  Great 
Britain.  The  experience  of  recent  months  shows  how  very 
greatly  the  well-being  of  Great  Britain  is  bound  up  with  that 
of  the  Continent.  Not  only  does  Great  Britain  sell  as  much  as 
35  per  cent,  of  her  exports  to  the  Continent  (which,  if  she 
cannot  sell,  will  cause  the  unemployment  of  large  numbers  of 
her  people),  but  her  power  to  sell  her  goods  to  the  re^  of  the 
world  in  large  measure  depends  upon  the  ability  of  the  outside 
countries  to  sell  their  produce  to  the  Continent.  One  of  the 
great  difficulties  of  the  moment  is  the  inability  of  the  Con- 
tinental nations  to  buy  the  normal  amounts  of  raw  material 
they  require  for  their  indu^ries,  and  the  consequent  inability 
of  the  re^  of  the  world  to  sell  their  produce.  Thus,  Au^raUa, 
Argentina  and  South  Africa  cannot  sell  their  wool,  America, 
India  and  Egypt  their  cotton,  India  and  the  Straits  their  tea 
and  rubber,  or  China  and  Japan  their  silk:  in  fa6l,  the  world 
in  general  is  unable  to  sell  its  produce  or  its  goods  in  spite  of 
the  greatness  of  the  need  for  them.  Consequently,  these 
countries,  as  well  as  the  Continent,  are  unable  to  buy  any- 
thing like  a  normal  quantity  of  British  goods. 


THE  NEED  OF  EUROPE 

The  impoverishment  of  the  Continent  thus  means,  not 
only  a  great  shrinkage  in  the  diredl  demand  for  British  goods 
for  the  Continental  nations,  but  a  severe  shrinkage  in  the 
demand  for  British  goods  for  all  the  re^  of  the  world,  because 
of  the  inability  of  the  latter  to  sell  its  own  products  to  the 
nations  that  require  them.  Indeed,  the  collapse  in  the 
buying  power  of  the  Continent  is  entailing  immense  losses 
upon  the  British  people  and  upon  the  world  in  general,  and 
threatens  to  cause  an  almo^  complete  breakdown  of  com- 
merce and  of  trade  as  well  as  of  credit. 
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Any  hope,  therefore,  that  Great  Britain  will  be  able  to 
repair  the  deva^ated  di^ridls,  if  a  policy  is  pursued  which 
will  permanently  impoverish  the  Central  Powers,  and  prevent 
the  recovery  of  Europe,  is  entirely  unj unified.  If  the  whole 
Continent  recovers  and  Great  Britain  can  sell  her  goods  both 
to  the  Continent  and  to  the  re^  of  the  world  as  freely  as 
before  the  war,  then  her  power  to  help  in  rebuilding  the  de- 
va^ated  di^rids  would  be  considerable.  But  unless  the 
Continent  recovers,  she  will  be  quite  unable  to  do  anything 
to  assi^.  Indeed,  it  is  doubtful  if,  under  such  circum^ances, 
she  would  be  able  to  support  anything  like  her  exiting 
population. 

At  present  the  policy  which  the  Entente  nations  have 
adopted  is  to  do  all  they  possibly  can  to  prevent  the  recovery 
of  Germany. 

It  cannot  be  too  clearly  underwood  that  such  a  policy  means 
not  only  the  impoverishment  of  Germany,  but  the  permanent 
impoverishment  of  France  and  of  Great  Britain,  and  entails 
more  danger  upon  the  Entente  nations  than  they  would  run 
if  they  permitted  Germany  to  recover. 


THE  ONLY  WAY  OUT 

These  pra6lical  considerations  demand,  not  a  policy  which 
will  keep  Germany  permanently  impoverished,  and  which 
mu^  also  impose  permanent  impoverishment  upon  the  re^ 
of  Europe,  including  Great  Britain,  but  a  policy  which  will 
permit  Germany  to  recover,  to  make  the  reparation  she  is 
capable  of  making,  and  which  will  enable  the  re^  of  the  world 
to  render  whatever  further  assi^ance  may  be  necessary.  The 
peoples  of  the  Entente  nations  should  clearly  underhand  that 
Great  Britain's  power  to  help  to  re^ore  France,  Poland  and 
the  other  crippled  nations  is  dependent  upon  the  recovery  of 
her  trade  with  the  whole  of  Europe,  including  the  Central 
Powers.  Moreover,  they  should  also  reaHse  that  the  people 
of  this  country  who  appreciate  the  essential  fadlors  of  the 
situation  are  demanding  a  policy  which  will  enable  Great 
Britain  to  recover,  even  though  this  policy  entails  the  recovery 
of  Germany. 


///.     Credit  and  Reparatio7t 

IF  it  be  appreciated  that  France,  Poland  and  the  other 
deva^ated  countries  of  Europe  cannot  be  re^ored  unless 
Germany  is  allowed  to  recover  not  only  her  produ6live 
power  but  her  markets,  it  mu^,  on  the  other  hand,  be 
recognised  that  Germany  cannot  recover  until  the  deva^ated 
di^ridls  of  Europe  have  been  re^ored,  or  credit  is  supplied 
to  enable  them  to  be  re^ored.  Germany's  exports  to  her 
neighbours  before  the  war  represented  no  less  than  75  per 
cent,  of  her  total  export  trade,  and  her  imports  from  the 
surrounding  nations  were  as  much  as  56  per  cent,  of  her  total 
imports,  w^hile  her  aggregate  foreign  trade  with  Europe 
amounted  to  no  less  than  65  per  cent,  of  her  total  foreign 
trade.  The  great  improvement  in  the  condition  of  Germany 
in  modern  times,  in  fa6l,  came  not  only  from  the  expansion  in 
her  own  productive  power,  but  from  the  expansion  in 
the  produ6five  and  purchasing  power  of  her  im^mediate 
neighbours  and  her  consequent  ability  to  trade  with  them. 
Now,  by  injuring  them  she  has  injured  herself.  A  Europe 
impoverished  and  without  credit  necessarily  implies  a  poverty- 
^ricken  Germany. 

Probably  no  one  under^ands  and  appreciates  this  more  than 
the  German  people  themselves.  Intelligent  consideration 
for  their  own  welfare  should  therefore  induce  the  German 
people  to  do  all  that  lies  within  their  capacity  to  re^ore  the 
purchasing  power  of  their  be^  customers.  In  fa6f,  self- 
intere^,  as  well  as  the  fortunes  of  war  and  the  demands  of 
ju^ice,  require  that  Germany  should  make  all  the  reparation 
within  her  power ^  and  should  make  it  willingly. 

THE  FUTILITY  OF  COMPULSION 

The  value  of  willing  reparation  cannot  be  over-e^imated. 
The  situation  into  which  Europe  has  so  rapidly  drifted 
demands  immediate  redress,  and  a  united  effort  on  the  part 
of  all  nations,  including  Germany  and  Russia.  Any  effort 
that  has  to  be  exadled  by  compulsion  mu^,  necessarily,  fail 
in  its  purpose.  Germany  cannot  make  reparation  until 
Europe  is  restored,  as  she  cannot  sell  the  goods  which  such 
reparation  w^ould  demand  until  her  cui^lomers  are  able  to  buy 
them.   All  that  she  can  do  now  is  to  promise  reparation. 
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The  firil  6lep  to  reparation  is  to  increase  the  purchasing 
power  of  Europe  and  thus  enable  the  German  people  to 
sell  their  goods  with  which  to  purchase  the  food  and  raw 
material  they  require  for  their  su^enance.  The  actual  pay- 
ment of  reparation  will  then  present  no  insuperable  difficul- 
ties. At  the  moment,  it  is  impossible  for  Germany  to  sell 
sufficient  goods  even  to  pay  for  the  food  and  material  her  own 
people  so  urgently  need.  To  sell  additional  goods  with  which 
to  make  reparation  payments  is  clearly  out  of  the  que^ion. 
As  soon,  however,  as  the  crippled  nations  can  be  supplied 
with  the  credit  they  need  for  their  re^oration  the  whole 
situation  will  be  immediately  transformed.  The  countries 
that  cannot  now  buy  would  then  be  able  to  buy  as  much  or 
even  more  than  normally,  and  the  nations  that  could  supply 
them  with  the  goods  they  required  would  be  able  to  sell  all 
they  could  produce.  The  essential  matter,  therefore,  at  the 
present  moment,  is  the  creation  of  credit  by  means  of  which 
Europe's  indu^ries  may  be  recon^ru6led  and  her  produ6five 
power  re-e^ablished. 


THE  DEARTH  OF  CREDIT 

How  is  such  credit  to  be  created  ?  An  impartial  survey  of 
the  situation  discloses  that  Europe's  power  to  raise  credit  is 
now  pra6lically  exhau^ed,  that  even  France  is  finding  diffi- 
culty in  obtaining  the  credit  wherewith  to  buy  even  essentials, 
and  that  the  only  adequate  security  ^ill  available  is  the  sum 
which  Germany  might  willingly  agree  to  pay  for  reparation. 

Clearly,  in  such  circum^ances  the  m.ore  moderate  the  sum 
agreed  upon  for  reparation  the  greater  would  be  the  confi- 
dence of  the  peoples  of  the  nations  that  could  grant  the 
necessary  credit  that  it  would  be  paid,  and  the  more  readily 
could  credit  be  created  in  anticipation  of  its  receipt. 

At  the  recent  conference,  the  ^atesmen  of  the  Entente 
Powers  placed  their  demands  for  reparation  at  sums  which 
rose  from  j(^  100,000 ,000  a  year  in  the  fir^  two  years  to 
j(J 3 00 ,000 ,000  a  year  at  the  end  of  twelve  years,  at  which  they 
were  to  be  maintained  for  a  period  of  no  less  than  thirty  years. 
On  the  publication  of  these  terms,  the  opinion  was  every- 
where expressed  that  the  sums  demanded  v.ere  beyond 
Germany's  capacity,  that  she  was  unlikely  to  pay  them,  and 
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that  unless  the  amounts  were  modified  it  would  be  quite 
impossible  to  raise  any  credits  in  anticipation  of  their  receipt. 


CONSERVATIVE  ESTIMATES 

Conservative  climates  of  the  amount  that  Germany  could 
and  would  pay  range  up  to  about  ^£100 ,000 ,000  a  year  for  forty- 
two  years,  although  some  exceedingly  well-informed  British 
bankers  of  international  reputation  are  doubtful  if  Germany 
can  pay  this  maximum.  In  considering  an  annual  payment 
of  jf  100,000,000  a  year  for  forty-two  years,  account  mu^  be 
had  of  its  total  value.  Such  a  payment,  allowing  for  compound 
intere^  at  5  per  cent.,  is  equal  to  an  aggregate  payment  of 
no  less  than  £14,000,000,000  (fourteen  thousand  millions 
^erling),  a  sum  which  would,  undoubtedly,  be  a  very  heavy 
burden  upon  any  nation.  It  is  quite  true  that  prior  to  the  war 
Great  Britain  was  lending  abroad  each  year  a  sum  of  about 
jf200,ooo,ooo,  but  in  the  case  of  Great  Britain  this  sum 
merely  represented  the  re-inve^ment  of  the  annual  income 
she  derived  from  the  £4,000  millions  of  capital  she  had  already 
placed  abroad  and  which  was  accumulated  at  compound 
intere^.  The  burden  of  paying  a  sum  of  anything  like 
£100,000,000  a  year  for  a  country  like  Germany ,  with  pra6li- 
cally  no  foreign  inve^ments,  no  shipping,  with  its  foreign 
connedlions  broken,  and  with  its  chief  cu^omers  greatly  im- 
poverished, would  undoubtedly  be  a  heavy  one  and  could 
only  be  accomplished  if  Europe  were  re^ored,  and  again 
progressive.  If  Germany  willingly  agreed  to  the  payment  of 
such  a  sum  as  intere^  and  principal  upon  a  loan  to  be  raised 
in  anticipation  of  its  receipt,  it  should  enable  the  Entente  to 
raise  an  immediate  credit  of  about  £1,500,000,000  ^erling, 
bearing  nearly  6  per  cent,  intere^  and  repayable  by  means 
of  a  I  per  cent,  sinking  fund  in  forty-two  years.  Such  a  sum 
v/ould  be  of  ine^imable  value  at  this  time,  when  the  credit  of 
Europe,  apart  from  Germany's  power  to  make  reparation,  is 
almo^  exhau^ed. 

By  means  of  such  a  sum  the  deva^ated  di^ri6ls  could^be 
repaired  and  Europe's  purchasing  power  immensely  in- 
creased. The  sum  would  not  be  sufficient  to  reorganise  the 
currencies,  to  re^ore  the  gold  reserves  and  to  provide 
working  capital,  but  inasmuch  as  it  would  enable  the  pro- 
du(5five  power  of  Europe  to  be  re^ored,  it  would  furnish  a 
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basis  for  additional  credits  that  could  subsequently  be  raised 
on  the  credit  of  a  re^ored  Europe.  Nor  would  it  provide 
pensions  for  the  injured.  In  view,  however,  of  the  lesson 
which  the  war  should  have  taught  and  the  fresh  lesson  which 
the  consequences  of  the  war  are  likely  to  burn  into  the  minds 
of  the  people,  the  redu6lion  of  armaments  should  be  so 
general  that  it  ought  to  be  possible  to  make  provision  for  the 
families  of  the  fallen  out  of  the  sums  that  otherwise  would  be 
spent  in  preparation  for  the  next  war.  If  it  is  possible  for 
Europe  to  create  a  credit  of  £1,500,000,000  on  the  security 
of  German  reparation  by  reason ,  on  the  one  hand,  of  the  willing- 
ness of  the  German  people  freely  to  pay  the  intere^  and 
principal  of  the  credit,  and,  on  the  other  hand,  of  the  willing- 
ness of  the  people  of  all  nations  to  supply  the  credit  in  antici- 
pation of  Germany's  payments  on  the  assurance  that  peace 
v/ill  be  maintained  in  future,  the  peoples  of  the  Entente 
nations  would  a6t  wisely  in  accepting  such  a  settlement.  It  is, 
however,  essential  for  everyone  to  underhand  and  to  appre- 
ciate the  importance  of  obtaining  from  the  German  people  a 
willing  settlement  of  the  sum  to  be  paid  for  reparation,  for 
without  such  willingness  it  will  be  quite  impossible  to  raise 
the  credit  upon  which  the  re^oration  of  Europe,  the  well- 
being  of  the  British  as  well  as  of  the  Belgian,  French  and 
Italian  peoples,  and  the  recovery  of  trade  and  of  commerce 
throughout  the  world  now  so  entirely  depend. 


IV,     Co-operatio7t  ^r  Destructioit 

IN  these  days  of  world  unity  no  great  que^ion  can  be 
effe6lively  settled  unless  its  solution  is  in  harmony  with 
world  intere^s  and  necessities.  No  manufadlurer  or 
merchant  can  hope  to  continue  successful  unless  in  touch 
with  world  produ6lion,  prices  and  demand.  One  of  the 
troubles  at  the  present  moment  is  that  la^  year  many  manu- 
fa6lurers  and  merchants  disregarded  the  trend  of  world 
affairs  and  the  danger  of  general  collapse  in  business,  and 
consequently  are  now  suffering  great  loss.  Bankers,  too,  have 
to  take  into  account  not  only  possible  demands  for  money  in 
their  own  country,  but  in  every  other  country,  as  the  value  of 
money  in  any  country  in  these  days  is  affedled  by  international 
as  well  as  by  national  conditions. 

II 


What  applies  to  finance  and  to  commerce  applies  equally 
to  political  matters.  Statesmen  who  fail  to  pay  heed  to  the 
world  situation  find  their  policy  entirely  miscarries.  Indeed, 
no  great  problem  can  now  be  settled  unless  a  national  be 
supplemented  by  an  international  outlook. 


THE  BANE  OF  NATIONALISM 

But  never,  perhaps,  have  the  world's  ^atesmen  been  less 
incUned  to  take  an  international  view  than  at  this  moment, 
although  such  an  outlook  was  never  so  essential.  In  framing 
the  Peace  Treaty,  national,  not  world,  intere^s  clearly  pre- 
dominated. Even  now,  when  the  world  is  drifting  into  a 
condition  of  extreme  economic,  and  through  the  economic  into 
great  political  danger,  ^atesmen  refuse  to  adopt  the  inter- 
national point  of  view.  This  is  conspicuous  not  only  in  the 
^atesmen  of  the  Entente  and  Central  Powers,  but  in  the 
^atesmen  of  every  nation.  They  refuse  to  recognise  that 
the  world  is  a  unit,  although  the  course  of  events  demon- 
crates  more  and  more  menacingly  that  national  intereCs 
cannot  be  separated  from  the  general  intereC  of  all  nations. 

If  it  be  assumed  that  the  policy  to  be  pursued  by  France 
towards  the  Central  Powers  is  one  of  deCrudion,  and  that 
Great  Britain  and  America  will  endeavour  to  pursue  their 
own  policies  in  the  reC  of  the  world,  regardless  of  the  common 
intereC  of  all  nations  in  the  recovery  of  Europe,  including 
the  Central  Powers  and  Russia,  then  it  is  evident  that  disas1:er 
awaits  every  nation.  If  Germany  is  to  be  deCroyed,  not  only 
will  it  be  impossible  for  France  to  raise  credit  in  anticipation 
of  the  receipt  of  reparation,  but  it  will  also  be  impossible  for 
any  other  European  nation  to  obtain  the  credit  it  urgently 
needs.  The  devaCation  of  the  war  would  be  unrepaired. 
Europe's  produ6live  power  would  remain  curtailed,  and  her 
purchasing  power  would  be  correspondingly  reduced.  Con- 
sequently, it  would  be  impossible  for  the  other  nations  of  the 
world  to  sell  their  produces  or  to  maintain  their  produ6lions. 
The  whole  world  would  fall  into  poverty,  unemployment 
would  become  appallingly  great,  and  privation  would  cause 
attempts  to  be  made  to  upset  exiting  inCitutions,  to  deCroy 
the  machinery  of  produ6lion,and  would  probably  lead  to  the 
deCrudion  of  life  on  a  Cill  greater  scale  than  it  was  deCroyed 
during  the  war. 
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AN  INTERNA! lONAL  POLICY 

The  mo^  urgent  need,  therefore,  is  not  so  much  a  national 
as  an  international  policy,  by  means  of  which  the  exii^ling 
economic  danger  may  be  overcome,  the  deva^ated  di^ri(5ls 
rebuilt,  new  working  capital  supplied,  and  the  world's  pro- 
dudive  and  purchasing  power  completely  re-e^ablished. 
This  can  be  accomplished  only  by  the  willing  co-operation  of 
all  nations,  including  the  Central  Powers.  Every  nation  mu^ 
bring  its  contribution  to  the  work  according  to  its  ability.  The 
penalty  of  economic  failure  is  ruin;  the  reward  of  success  is 
renewed  and  permanent  well-being.  The  penalty  of  political 
failure  is  war,  civil  and  foreign;  the  reward  of  success  is  peace 
and  security. 

The  task  of  recon^ru6fion  is  not  impossible.  Will  ^ates- 
men  and  peoples  subordinate  their  national  aspirations  and 
intere^s  and  seek  their  own  well-being  by  safeguarding  the 
common  good  of  all  nations  ?  If  national  and  sedional  intere^s 
continue  to  be  maintained,  the  Entente  nations  will  have  won 
the  war  but  will  have  lo^  the  peace.  If,  however,  national  and 
sedlional  intere^s  are  now  subordinated  to  the  common  good 
and  all  nations  co-operate  in  the  work  of  recon^rudlion,  the 
whole  world  will  have  gained  the  peace. 

By  placing  the  amount  of  reparation  at  a  figure  which  all 
the  world  believes  to  be  reasonable,  and  which  the  German 
people  will  pay  willingly,  not  only  will  the  well-being  of  the 
Entente  nations  be  re-e^ablished,  but  the  whole  world  will 
be  preserved  from  the  grave  danger  to  which  it  is  now  sub- 
jelled. 

It  is  right  and  ju^  that  Germany  should  pay  what  she  is 
capable  of  paying,  but  to  expe6l  her  to  bear  the  whole  burden 
of  the  war  is  to  expe6l  the  impossible.  Both  the  national  and 
the  international  situation  have  long  since  demanded  that 
fa6ls  should  be  faced  and  that  immediate  action  should  be 
taken  to  overcome  the  danger  which  threatens  the  nations.  If 
Germany  will  willingly  pay  an  annuity  of  ;£  100,000,000  a  year 
for  forty-two  years,  the  fir^  ^one  in  the  foundation  of  re- 
con^ru6lion  will  have  been  laid.  Upon  that  payment  a 
sufficiently  large  credit  can  be  raised  to  rebuild  the  deva^ated 
di^ridfs. 
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